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1 . DURING PLANNED DISCUSSIONS WITH FINANCE MINISTER JUNE 
15, EMBASSY IS REQUESTED TO URGE THAT GOB BE PREPARED TO 
MAKE AN ANNOUNCEMENT OF ITS POSITIVE INTENTION ON BALANCE 
OF PAYMENTS ASSISTANCE FOR PORTUGAL AT THE JUNE 22 MEETING. 
BELOW IS INFORMATION RESPONDING TO GOB CONCERNS DESCRIBED 
IN REFTELS A AND B AND GENERAL BACKGROUND ON PROGRESS OF 
THE LENDING ARRANGEMENT. 

2. THE U.S. IS ANTICIPATING A SUCCESSFUL OUTCOME TO THE 
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JUNE 22 MEETING. INFORMALLY, EMBASSY MAY INDICATE THAT 
COUNTRIES WHICH ARE ALREADY PREPARED TO MAKE A POSITIVE 
ANNOUNCEMENT INCLUDE THE FEDERAL REPUBLIC OF GERMANY (FRG), 
FRANCE, ITALY, SWITZERLAND AND NORWAY. IT IS OUR UNDER- 
STANDING THAT LIKELY CONTRIBUTIONS WILL BE $200 MILLION 
FROM THE FRG AND $40 MILLION FROM THE SWISS. CONTRIBUTIONS 
FROM FRANCE, ITALY AND NORWAY WILL APPARENTLY BE SMALLER 
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ALTHOUGH THIS IS NOT DEFINITELY SETTLED. ALTHOUGH STILL 
UNSURE OF THE MODALITY OF THEIR ASSISTANCE THE JAPANESE 
HAVE EXPRESSED WILLINGNESS TO MAKE A SUBSTANTIAL CONTRIBU- 
TION. SIMILARLY, ALMOST ALL OTHER COUNTRIES WHICH ATTEND- 
ED THE MAY 16 MEETING HAVE INDICATED THEIR INTENTION TO 
PARTICIPATE BUT HAVE NOT SPECIFIED THE AMOUNT OR FORM OF 
THEIR ASSISTANCE. FOR ITS PART, THE PROPOSED U.S. LOAN 
IS GAINING INCREASING SUPPORT IN THE U.S. CONGRESS. THE 
HOUSE APPROPRIATION COMMITTEE APPROVED THE U.S. $300 MIL- 
LION LOAN JUNE 14. WE EXPECT A SENATE APPROPRIATIONS 
COMMITTEE APPROVAL BY THE END OF JUNE. THE U.S. IS CON 
FIDENT THAT OUR CONGRESS WILL APPROVE THE U.S. CONTRIBU- 
TION AND THAT THE SUPPORT OF OTHER COUNTRIES WILL MAKE 
THIS A SUBSTANTIAL AND TRULY INTERNATIONAL UNDERTAKING. 

3. THE BELGIANS HAVE EXPRESSED PREFERENCE FOR A MULTI- 
LATERAL FRAMEWORK FOR THE INTERNATIONAL LENDING EFFORT, 
EITHER THROUGH THE EC OR AN AD HOC CONSORTIUM OPERATING 
ON THE BASIS OF THE FINANCIAL SUPPORT FUND AGREEMENT. AN 
EC-SPONSORED ASSISTANCE PACKAGE, HOWEVER, WOULD BE UNLIKE- 
LY TO PROVIDE APPROPRIATE OR TIMELY AID. REF C EXPLAINED 
THAT THERE IS NO COMMUNITY MECHANISM TO PROVIDE BALANCE 
OF PAYMENTS FINANCING TO NONMEMBERS. A DECISION TO PRO- 
VIDE UNTIED OR NON-PROJECT ASSISTANCE TO A NONMEMBER WOULD 
REQUIRE A COUNCIL DECISION AND WOULD REQUIRE AT LEAST SIX 
MONTHS. IT IS ALSO NOT CLEAR THAT THIS APPROACH WOULD 
HAVE ADEQUATE SUPPORT AMONG COMMUNITY MEMBERS, SINCE 
SEVERAL COMMUNITY MEMBERS HAVE ALREADY EXPRESSED WILLING- 
NESS TO CONTRIBUTE BILATERAL ASSISTANCE TO PORTUGAL. 
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SHOULD VON YPERSELE'S SUGGESTION OF A FINANCIAL SUPPORT 
FUND (FSF) CONSORTIUM ARISE, WE WOULD DISCOURAGE THIS 
AVENUE. WE BELIEVE IT WOULD BE UNREALISTIC 
AND UNDESIRABLE TO ATTEMPT TO ORGANIZE AN FSF BASED CON- 
SORTIUM AT THIS TIME WHEN OTHER COUNTRIES ARE ALREADY 
COMMITTED OR WELL ADVANCED ON MODES TO HANDLE THEIR 
CONTRIBUTIONS WITHIN THE COORDINATED, BILATERAL FRAMEWORK. 
NO COUNTRY OTHER THAN BELGIUM (VON YPERSELE) HAS EXPRESSED 
INTEREST IN THIS POSSIBILITY. WE WOULD BE CONCERNED IF 
THE FSF PROSPECT BECAME AN ALTERNATIVE TO COORDINATED 
BILATERAL LOANS, ONCE VIRTUALLY ALL PROSPECTIVE DONORS 
HAVE SETTLED ON THE LATTER APPROACH. THIS WOULD RISK 
SOME UNRAVELING OF PROGRESS ALREADY ACHIEVED. 

4. THE U.S. APPRECIATES BUDGETARY DIFFICULTIES BELGIUM 
AND OTHER COUNTRIES MAY HAVE WITH THE PROPOSED ARRANGE- 
MENT. WE BELIEVE, HOWEVER, THAT THE BILATERAL APPROACH 
ALLOWS SUFFICIENT FLEXIBILITY SO THAT INDIVIDUAL COUNTRIES 
CAN FIND FINANCING MECHANISMS WHICH BEST SUIT THEIR 
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ABILITIES. WITHIN THE FRAMEWORK OF CHARACTERISTICS FOR 
LOANS SPECIFIED AT THE MAY 16 MEETING, COUNTRIES ARE CON 
SIDERING SEVERAL MODALITIES FOR INDIVIDUAL CONTRIBUTIONS. 

THESE INCLUDE, FOR EXAMPLE: (1) APPROPRIATED FUNDS SUCH 
AS THE PROPOSED U.S. CREDIT, (2) CONTRIBUTIONS FROM 
PREVIOUSLY APPROPRIATED AID BUDGETS, (3) CENTRAL BANK 
CREDITS WHERE A MEDIUM TERM MECHANISM EXISTS, (4) UNTIED 
CREDITS FROM EXPORT-IMPORT BANKS, (5) OFFICIALLY GUARAN- 
TEED PRIVATE BANK LOANS. WE HOPE THAT THE GOB WILL FIND 
A SUITABLE MECHANISM TO ALLOW ITS PARTICIPATION IN WHAT 
WE ANTICIPATE WILL BE A WIDELY SHARED UNDERTAKING. CHRISTOPHER 
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SUBJECT: FINANCIAL ASSISTANCE FOR PORTUGAL 

REF: (A) BRUSSELS 5619 (B) BRUSSELS 5268 (C) EC BRUSSELS 
4628 

1 . DURING PLANNED DISCUSSIONS WITH FINANCE MINISTER JUNE 
15, EMBASSY IS REQUESTED TO URGE THAT GOB BE PREPARED TO 
MAKE AN ANNOUNCEMENT OF ITS POSITIVE INTENTION ON BALANCE 
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OF PAYMENTS ASSISTANCE FOR PORTUGAL AT THE JUNE 22 MEETING. 
BELOW IS INFORMATION RESPONDING TO GOB CONCERNS DESCRIBED 
IN REFTELS A AND B AND GENERAL BACKGROUND ON PROGRESS OF 
THE LENDING ARRANGEMENT. 

2. THE U.S. IS ANTICIPATING A SUCCESSFUL OUTCOME TO THE 
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JUNE 22 MEETING. INFORMALLY, EMBASSY MAY INDICATE THAT 
COUNTRIES WHICH ARE ALREADY PREPARED TO MAKE A POSITIVE 
ANNOUNCEMENT INCLUDE THE FEDERAL REPUBLIC OF GERMANY (FRG), 
FRANCE, ITALY, SWITZERLAND AND NORWAY. IT IS OUR UNDER- 
STANDING THAT LIKELY CONTRIBUTIONS WILL BE $200 MILLION 
FROM THE FRG AND $40 MILLION FROM THE SWISS. CONTRIBUTIONS 
FROM FRANCE, ITALY AND NORWAY WILL APPARENTLY BE SMALLER 
ALTHOUGH THIS IS NOT DEFINITELY SETTLED. ALTHOUGH STILL 
UNSURE OF THE MODALITY OF THEIR ASSISTANCE THE JAPANESE 
HAVE EXPRESSED WILLINGNESS TO MAKE A SUBSTANTIAL CONTRIBU- 
TION. SIMILARLY, ALMOST ALL OTHER COUNTRIES WHICH ATTEND- 
ED THE MAY 16 MEETING HAVE INDICATED THEIR INTENTION TO 
PARTICIPATE BUT HAVE NOT SPECIFIED THE AMOUNT OR FORM OF 
THEIR ASSISTANCE. FOR ITS PART, THE PROPOSED U.S. LOAN 
IS GAINING INCREASING SUPPORT IN THE U.S. CONGRESS. THE 
HOUSE APPROPRIATION COMMITTEE APPROVED THE U.S. $300 MIL- 
LION LOAN JUNE 14. WE EXPECT A SENATE APPROPRIATIONS 
COMMITTEE APPROVAL BY THE END OF JUNE. THE U.S. IS CON 
FIDENT THAT OUR CONGRESS WILL APPROVE THE U.S. CONTRIBU- 
TION AND THAT THE SUPPORT OF OTHER COUNTRIES WILL MAKE 
THIS A SUBSTANTIAL AND TRULY INTERNATIONAL UNDERTAKING. 

3. THE BELGIANS HAVE EXPRESSED PREFERENCE FOR A MULTI- 
LATERAL FRAMEWORK FOR THE INTERNATIONAL LENDING EFFORT, 
EITHER THROUGH THE EC OR AN AD HOC CONSORTIUM OPERATING 
ON THE BASIS OF THE FINANCIAL SUPPORT FUND AGREEMENT. AN 
EC-SPONSORED ASSISTANCE PACKAGE, HOWEVER, WOULD BE UNLIKE- 
LY TO PROVIDE APPROPRIATE OR TIMELY AID. REF C EXPLAINED 
THAT THERE IS NO COMMUNITY MECHANISM TO PROVIDE BALANCE 
OF PAYMENTS FINANCING TO NONMEMBERS. A DECISION TO PRO- 
VIDE UNTIED OR NON PROJECT ASSISTANCE TO A NONMEMBER WOULD 
REQUIRE A COUNCIL DECISION AND WOULD REQUIRE AT LEAST SIX 
MONTHS. IT IS ALSO NOT CLEAR THAT THIS APPROACH WOULD 
HAVE ADEQUATE SUPPORT AMONG COMMUNITY MEMBERS, SINCE 
SEVERAL COMMUNITY MEMBERS HAVE ALREADY EXPRESSED WILLING- 
NESS TO CONTRIBUTE BILATERAL ASSISTANCE TO PORTUGAL. 
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SHOULD VON YPERSELE'S SUGGESTION OF A FINANCIAL SUPPORT 
FUND (FSF) CONSORTIUM ARISE, WE WOULD DISCOURAGE THIS 
AVENUE. WE BELIEVE IT WOULD BE UNREALISTIC 
AND UNDESIRABLE TO ATTEMPT TO ORGANIZE AN FSF BASED CON- 
SORTIUM AT THIS TIME WHEN OTHER COUNTRIES ARE ALREADY 
COMMITTED OR WELL ADVANCED ON MODES TO HANDLE THEIR 
CONTRIBUTIONS WITHIN THE COORDINATED, BILATERAL FRAMEWORK. 

NO COUNTRY OTHER THAN BELGIUM (VON YPERSELE) HAS EXPRESSED 
INTEREST IN THIS POSSIBILITY. WE WOULD BE CONCERNED IF 
THE FSF PROSPECT BECAME AN ALTERNATIVE TO COORDINATED 
BILATERAL LOANS, ONCE VIRTUALLY ALL PROSPECTIVE DONORS 
HAVE SETTLED ON THE LATTER APPROACH. THIS WOULD RISK 
SOME UNRAVELING OF PROGRESS ALREADY ACHIEVED. 

4. THE U.S. APPRECIATES BUDGETARY DIFFICULTIES BELGIUM 
AND OTHER COUNTRIES MAY HAVE WITH THE PROPOSED ARRANGE- 
MENT. W BELIEVE, HOWEVER, THAT THE BILATERAL APPROACH 
ALLOWS SUFFICIENT FLEXIBILITY SO THAT INDIVIDUAL COUNTRIES 
CAN FIND FINANCING MECHANISMS WHICH BEST SUIT THEIR 
ABILITIES. WITHIN THE FRAMEWORK OF CHARACTERISTICS FOR 
LOANS SPECIFIED AT THE MAY 16 MEETING, COUNTRIES ARE CON- 
SIDERING SEVERAL MODALITIES FOR INDIVIDUAL CONTRIBUTIONS. 

THESE INCLUDE, FOR EXAMPLE: (1) APPROPRIATED FUNDS SUCH 
AS THE PROPOSED U.S. CREDIT, (2) CONTRIBUTIONS FROM 
PREVIOUSLY APPROPRIATED AID BUDGETS, (3) CENTRAL BANK 
CREDITS WHERE A MEDIUM TERM MECHANISM EXISTS, (4) UNTIED 
CREDITS FROM EXPORT-IMPORT BANKS, (5) OFFICIALLY GUARAN- 
TEED PRIVATE BANK LOANS. WE HOPE THAT THE GOB WILL FIND 
A SUITABLE MECHANISM TO ALLOW ITS PARTICIPATION IN WHAT 
WE ANTICIPATE WILL BE A WIDELY SHARED UNDERTAKING. CHRISTOPHER 
UNQUOTE CHRISTOPHER 
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